


































































































A BILL 

To authorize cooperative arrangements with private 
enterprise for the provision of facilities for 
the production and enrichment of uranium en-· · 
riched in the isotope 235, to provide for 
authorization of contract authority therefor, 
and for other purposes. 

Be it enacted the Senate and the House of 
Representatives of the-united States of America:in 
Congress assembled, That this Act maybe cited as 
the "Nuclear Fuel Assurance Act of 1975." 

Sec. 2. Chapter 5. PRODUCTION OF SPECIAL NUCLEAR MATERIAL 
of the Atomic Energy Act of 1954, as amended, is amended 
by adding at the end thereof the following Section: _ 

"Sec; 45 Cooperative Arrangements for Private 
Projects to Provide Uranium Enrichment Services 

·na. The Energy Research and Development 
Administration is authorized, without regard to the 
provisions of Section 169 of this Act, to enter into 
cooperative arrangements with any person or persons 
for such periods of time as the Administrator 9f the 
Energy Research and Development Administration may 
deem necessary or desirable for the purpose of pro
viding such Government cooperation and assurances 
as the Administrator may deem appropriate and 
necessary to encourage the development of a com
petitive private uranium enrichment industry·· and 
to facilitate the design, construction,-ownership 
and operation by private enterprise of facilities 
for the production and enrichment of uranium en
riched in the isotope 235 in such_ amounts as- .will 
contribute to the common defense and security and 
encourage development and utilization of atomic 
energy to the maximum extent consistent with the 
common defense and security and with the th 
and safety of the public; including, int.er alia, 
in the discretion of the Administrator, 

(1) furnishing technical assistance, in
formatton, inventions and discoveries, enriching 
services, materials, and equipment on the basis of 
recovery of costs and appropriate royalties for 
the use thereof; 
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(2) providing warranties for materials 
and equipment furnished; 

(3) providing facility performance 
assurances; 

(4) purchasing- enriching services; 

(5) undertaking to acquire the assets 
or interest of such person, or any of such persons, 
in an enrichment facility, and to assume obligations 
and liabilities (including debt) of such person, or 
any of such persons, arising out of the design, con
struction, ownership, or operation for a defined 
period of such enrichment facility in the event 
such person or persons cannot complete that en
richment facility or bring it into commercial 
operation: Provided that any undertaking, pursuant 
to this subsection 5, to acquire·equity or pay off 
debt, shall apply only to individuals who are 
citizens of the United States, or to any corporation 
of other entity organized for a common business 
purpose, which is owned or effectively controlled 
by citizens of the United States; and 

(6) determining to modify, complete and 
operate that enrichment facility as a Government 
facility or to dispose of the facility at any time, 
as the inter1st of the Government may appec;~.r, subject 
to the other provisions of this Act. 

"b. Before the Administrator enters into any 
arrangement or amendment thereto under the authority 
of this section, or before the Administrator deter
mines to modify, or complete and operate any facility 
or to dispose thereof, the basis for the proposed 
arrangement or amendment thereto which the 
Administrator proposes to execute (including the 
name of the proposed participating person or 
persons with whom the arrangement is to be made, 
a general description of the proposed facility, 
the estimated amount of cost to be incurred by 
the participating person or persons, the incentives 
imposed by the agreement on the person or persons 
to complete the facility as planned and operate it 
successfully for a defined period, and the general 
features of the proposed arrangement or amendment), 
or the plan for such modification, completion, 
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3 

operation or disposal by the Administrator, as 
appropriate, shall be submitted to the Joint 
Committee on Atomic Energy, and a period of forty
five days shall elapse while Congress is in session 
(in computing such forty-five days, there shall be 
excluded the days on which either House is not in 
session because of adjournment for more than three 
days) unless the Joint Committee by resolution in 
writing waives the conditions of, or all or any 
portion of, such forty-five day period: Provided, 
however, that any such arrangement or amendment 
thereto, or such plan, shall be entered into in 
accordance with the basis for the arrangement or 
plan, as appropriate, submitted as provided herein." 

Sec. 3. The Administrator of the Energy Research 
and Development Administration is hereby authorized 
to enter into contr~cts for cooperative arrangements, 
without fiscal year limitation, pursuant to Section q5 
of the Atomic Energy Act of 1954, as amended, in an 
amount not to exceed in the aggregate $8,000,000,000 
as may be approved in an appropriation Act. In the 
event that liquidation of part or all of any financial 
obligations incurred under such cooperative arrange
ments should become necessary, the Administrator of 
the Energy Research and Development Administration is 
authorized to issue to the Secretary of the Treasury 
notes or other obligations up to the levels of contract 
authority approved in an appropriation Act pur-
suant to the first sentence of this section in 
such form and denomination, bearing such maturity 
and subject to such terms and conditions as may 
be prescribed by the Administrator with the approval 
of the Secretary of the Treasury. Such notes or 
other obligations shall bear interest at a rate 
determined by the Secretary of the Treasury, tak
ing into consideration the current average market 
yield on outstanding marketable obligations of 
the United States of comparable maturity at the 
time of issuance of the notes or other obligations. 
The Secretary of the Treasury shall purchase any 
notes or other obligations issued hereunder and, 
for that purpose, he is authorized to use as a 
public debt transaction the proceeds from the sale 
of any securities issued under the Second Liberty 
Bond Act, as amended, and the purposes for which 
securities may be issued under that Act, as 
amended, are extended to include any purchase of 
such notes and obligations. The Secretary of the 

more 
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Treasury may at any time~ sell any of the f!ptes qr 
other obligations acquired by him under this 
section. All redemption~, purchases and sales 
by the Se.cretary of the Treasury of such notes 
or other obligations shall be treated as public 
debt transactions of the United Stites. There 
are authorized to be appropriated to the 
Administrator such sums as may be necessary to 
pay the principal and interest on the notes or 
obligations i~sued by him to the Secretary of 
the Treasury. 

Section 4. The Administrator of the Energy Research 
and Pevelopment Administration is hereby authorized to 
initiate construction planning and design activities 
for expansion of an existing uranium enrichment facility. 
There is hereby authorized to be appropriated such sums 
as may be necessary for this purpose·. 

# # H # 
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Bill Analysis 

Section 1 cif ~he proposed b~ll 6ites th~ Act as 
the "Nucl~ar Fuel Assurance Act of 1975." 

Section 2 of the proposed bill would amend Chapter 
5, Production of Special Nuclear Material, of the Atomic 
Energy Act~ as_ amended, by adding a new Section 45; 
entitled "Cooperat·ive Arrangements for Private Projects 
to Provide Uranium Enrichment Services. 11 

Subsection a. of the· new Section 45 would authorize. 
the Administrator of the Energy Research and Developnrent. 
Administration (ERDA) to enter into cooperative arrange--· 
ments ·with privat·e ent'erprise to facilitate the. development 
of a competitive private industry for the enrichment of 
uranium to make fuel for nuclear power plants. This 
subsection would enable the Administ~ator to pro~ote 
private investment in the construction. ownership and 
operation of uranium enrichment plants' by pro.viding such 
Government cooperation and assurances as are determ~ned 
to be necessary and in the best intere.sts of the. Govern-
ment after· detailed negotiation with selected indtv~dual 
proposers of enrichment services·.· Such negotiations would 
be directed toward obtaining arrangements most advan 
tageous td. the Government and the public ·interest and · 
with a degree of.risk to the private entrepreneurs 
consistent with_t6e objective of creat~ng_a private 
competitive uranium ~nrichment industry. 

Cooperative arrangements authorized by Section 45a 
could include such Government cooperation and assurances 
as enumerated in the bill, including the specific 
authority provided in subsection 45a(5), for. the Govern-
ment to acquire the assets or interests and assume the 
liabilities (including debt) of a private enrichment firm 

_ in the event -·- which is highly unlikely --· that private 
industry could not complete a plant or bring it into 
operation. It is intended that any undertaking by the 
Government under subsection 45a(5) to acquire assets or 
interest and to assume liabilities of a private venture 
would terminate after approximately one year of commercial 
operation of a plant. The precise period would be defined 
during the negotiations of defined agreements. Any 
obligations to pay off debt and to acquire equity interest 
would be limited to citizens of the United States. 

Subsection b. of the new Section 45 would provide 
for review by the Joint Committee on Atomic Energy of 
the basis for any cooperative arrangement, or amendment 
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thereof, which the Administrator proposes to undertake; 
including the basis for acquiring assets or interests, 
or assuming liabilities of any private venture, and any 
plan the Administrator may have for modifying~ completing_ 
operating, .or disposing o;f any plant built under a 
cooperative agreement. 

Section 3 of the proposed Nuclear Fuel Assurance 
Act would authorize the Administrator of ERDA to enter 
into contractsj pursuant to the new subsection 45a, in 
an amount not to exceed $8 billion~ as may be provided 
in appropriatj,on Acts. This _amount is an estimate of 
the total potential cost to the Government in the 
unexpected event that all private ventures covered by 
cooperat·ive arrangements were to fail and it was then 
necessary for the Government to assume assets and 
liabilities of t.he ventures, take over plants_ and 
compensate domestic investors. It is not· expected that 
any of these funds would be expended for the assump--· 
tion of private ventures~ but the authorization is 
necessary to provide assurance, to customers and sources 
of debt financing for private producers .. of the Federal 
Government's commitment to create a competitive industry. 

Section 3 would also provide that, in the event of 
Government assumptipn of the debts_, interests and lia 
bilities of a private venture, the .Administrator is 
authorized to secure funds through the Secretary of 
the Treasury to liquidate contract .authority) up to 
the levels previously provided in an appropriations 
Act. · 

Section 4 of the proposed bill would authorize the 
Administrator of ERDA to initiate preliminary engineering 
design and planning for expansion of a Government-owned 
uranium enrichment facility for contingency purposes. 

# # # # 
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QUESTIONS AND ANSWERS RELATING TO 
THE PRESIDENT'S PLAN FOR A COMPETITIVE 

URANIUM ENRICHMENT INDUSTRY 

1. Why Privatization? 
2. Why Privatization Now? 
3. Why Does Industry Need Government Assistance? 
4. Cut-Off Dat~ on Attempt to Get Private Entry? 
5. What Work Will Continue on a Possible Government-

Owned Add-on Diffusion Plant? 
6. When Will the U.S. "Order Book" Open? 
7. ·what Happens if a Private Plant Doesn't Work? 
8. What Happens if a Pr1vate Plant Isn't Licensed? 
9. Does UEA Have Customers? 
10. Why No Board of Directors With Federal Membership? 
11. Payments by Industry for Government-Owned Technology? 
12. Unanswered Safety and Environmental Questions? 
13. NRC Safeguards and Safety Controls? 
14. Nuclear Materials Safeguards Implicat1uns? 
15. Will Classified Technology Now be More Widely 

Available to Private Industry? 
16. Why Emphasize TTran1um Enrichment Sales to 

Foreigners? 
17. Foreign Investment W1 th::ut Foreign Control? 
18. Foreign Purchases Without Investment? 
19. Will Investment Requirements Discriminate ~qainst 

Foreign Customers? 
20. Foreign Customer Conditional Contracts with ERDA? 
21. U.S. Share of the Foreign Market? 
22. Basis for the $8 Bill1on Authorization Reque;t? 
23. Basics of Uranium Enrichment? 

V.7hat does "uranium enrichment" mean? What does 
it consist of? 
Why is the process referred to as a "serv1ce"? 
How does the gas centrifuge process differ from 
the gaseous diffusion process? 
Why is the enrichment process secret or "classified"? 
What is a Separative Work Unit (SWU)? 
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WHY PRIVATIZATION ? 

Question: 

ERDA (and AEC before it) is doing a good job of supplying 
uranium enrichment services. Why not simply continue the 
present arrangements and build new Gov~rnment facilities 
rather than set up a complicated new arrangement? 

Answer: 

There are many important reasons for proceeding with the 
creationofacompetitive nuclear fuel supply industry. 
The principal reasons are: 

(1) The provision of uranium enrichment services is 
now essentially a commercial/industrial activity. 
It is not an activity that can be performed well 
only by the Federal Government. 

(2) Private industry is willing and able to enter the 
uranium enrichment industry. 

(3) The uranium enrichment industry must expand rapidly 
over the next decade. This expansion should occur 
in the private sector -- rather than in the Federal 
Government. 

(4) Construction of the needed plants to increase 
uranium enrichment capacity through 2000 would cost 
$30 billion or more (probably $40 to $50 billion). 
These demands should not compete in the Federal 
Budget with other areas which can only be financed 
by the Government -- such as social services and 
defense preparedness. 

(5) As the Nation's reliance on nuclear power grows, 
maintaining a Federal monopoly in uranium enrichment 
would lead to an unprecedented degree of Federal 
control over the Nation's electrical energy supply. 

(6) Private competition will provide incentives - over 
the long term - for lower costs, improved efficien
cies, and technological advancement. 
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(7) Private ventures will generate substantial revenues 
to the Treasury through payment of Federal income 
taxes and compensation for Government-owned dis
coveries and inventions used by industry. Revenues 
should be in the neighborhood of $90-100 million per 
year per plant. 

(8) A private undertaking will avoid the delays and 
uncertainties associated with the Government's budget 
and appropriations processes to finance new increments 
of capacity every year or two. 

7/1/75 
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WHY PRIVATIZATION NOW? 

Question: 

Why not build another Government plant now and bring 
private industry in for subsequent increments of capacity 
when the new gas centrifuge technology is ready for use? 

AnsNer~ 

There are several reasons for moving to private entry 
immediatel~/: 

In line ~ith the Federal policy of encouraging private 
entry announced in 1971, szveral industrial firms have 
undertaken substantial efforts to prepare for building, 
owning a~rl operating plants to enrich uranium. This 
momentum would be lost if policy were reversed and 
another Government plant built. 

One VP-nture has reached the stage where it has proposed 
construction of a plant and the taking of orders. It 
h9.s lined up customers, and made detailed plans to pro
ceed, including options on land and electrical power. 
This plant would use diffusion technology. 

Other ventures have been organized and are making plans 
to propose demonstration plants using centrifuge tech
no:ogy to provide the next increments of capacity. 

The diffusion plant venture will fulfill immediate needs 
for a commitment to new capacity, follow through on the 
Goverr~ent's commitment to private entry into uranium 
enrichment, and serve to "break trail" for subsequent 
ventures using the less proven centrifuge technology. 

There are substantial benefits to moving ahead now with 
private entry and no convincing reasons for a delay. One 
of the benefits of private entry is being able to bring on 
new capacity with little or no cost to taxpayers. If we 
were to build another plant taxpayers would have to advance 
the money -- from the U.S. Treasury. 

6
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Question: 

WHY DOES INDUSTRY NEED GOVERNMENT 
ASSISTANCE? 

3 

Why should it be necessary for the Government to provide 
any assistance to get private industry involved in 
uranium enrichment if it is really a commercial operation? 

Answer: 

The principal obstacle preventing private industry from 
building, owning and operating uranium enrichment plants 
is the difficulty in obtaining private financing for the 
plants -- 85% of which, under UEA's plan, would be supplied 
by the commercial bond market. The difficulty arises from 
the fact that potential bondholders (including banks, 
insurance companies, pension funds) have viewed enrichment 
plants as relatively high risk investments for several 
reasons: 

1. Very large investments are required for individual 
plants -- $3.5 billion in the case of the proposed 
UEA plant. 

2. The~e will be a lengthy period of time -- possibly 8 
years -- after the initial investments are made before 
plants begin production and returns on investments are 
realized. 

3. Since the U.S. Government owns all existing plants and 
must supply technology and key components -- which 
are classified and must remain so -- potential investors 
are not able to make their usual full, independent 
analyses of the performance of components or plant 
operations. Such an analysis is usually necessary to 
assure themselves as to the reliability of the planned 
operation. 

4. Finally, the financial community seems to perceive a 
remote possibility that governmental actions -- for 
example, relating to licensing of a plant -- might 
seriously delay or prevent a private firm from 
completing a plant. Since such governmental actions are 
viewed as financially catastrophic -- in the unlikely 
event they were to occur -- potential lenders view 
this factor as adding to the risk of private entry. 

Normally, potential private uranium enrichment service 
suppliers could rely on their long-term contracts with 
their utility-customers as security for their long term 
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debt. But the current financial difficulties of many 
utilities have mitigated against the use of this source 
of financial support. 

The factors that now contribute to the obstacle outlined 
above can be overcome through the warranting of technology 
and key components -- for which the Government will be 
paid by private industry; and through limited, temporary 
assurances. Such assurances, which are provided for in 
the President's plan,would end after a limited period of 
commercial operation of a plant. 

7/1/75 



CUT-OFF DATE ON ATTEMPT TO GET PRIVATE ENTRY? 

Question: 

Is there a specified "cut-off" date when, if the UEA 
project seemed to falter, the Government would decide to 
proceed with an add-on diffusion plant? 

Answer: 

First, the risk of failure is considered very unlikely. 

Second, there is no single specified, pre-set date for 
such a decision. 

The approach to privatization selected by the President 
calls for very close monitoring by the Government at every 
stage to assure that the Government could step in if the 
private effort threatened to fail. 

If the Government had to step in, the question of which 
plant would be built -- that is, a large addition to an 
existing Government plant, or free-standing plant -- would 
depend on when intervention proved necessary. For example: 

If Congress failed to pass the legislation needed for 
the private industry approach and instead authorizes 
a Government plant, it probably would be desirable to 
proceed with an add-on plant rather than a free standing 
plant. 

If at some time prior to March 1976 when UEA is expected 
to complete financial, customer and power supply arrange
ments, UEA found that it could not proceed, the Govern
ment would then need to determine whether to proceed 
with an add-on plant or with a free-standing plant. 

If at some later time and after construction was underway, 
the Government had to step in and assume UEA assets and 
liabilities, it probably would be more advantageous to 
proceed with the free-standing plant. 

7/1/75 



Question: 

WHAT WORK WILL CONTINUE ON A POSSIBLE 
GOVERNMENT-OWNED ADD-ON DIFFUSION PLANT ? 

5 

You have indicated that work will continue on the planning for 
a Government add-on diffusion plant as a contingency measure. 
Precisely what work on the add-on plant alternative do you 
anticipate will be done in the months ahead? 

Answer: 

We expect the private industry approach will work, so that an 
add-on Government-owned plant will not be necessary. But, 
as the President indicated, ERDA will implement back-up 
contingency measures so that we can be doubly sure that the 
U.S. will have additional capacity on line about 1983 to 
supply domestic and foreign customers. 

As to the specific contingency work that will be done, we 
envision the following: 

First, conceptual design activity for an add-on plant 
has been underway within ERDA for s·ome time and this 
activity will be continued. 

Second, the bill proposed by the President includes a 
sect1on asking for authorization to begin construction 
planning and design activities for the possible expansion 
of an existing uranium enrichment facility if needed. 

Third, much of the design activity that UEA will have to 
undertake in the months immediately ahead will involve 
work on components that could be used in either a free 
standing plant or in an add-on facility. ERDA plans to 
seek arrangements with UEA to purchase such design work 
so that it could be used for a Government plant if the 
private venture were unable to go ahead. 

ERDA will assure that back-up contingency measures are 
coordinated with and do not overlap planning for the private 
venture. ERDA will also assure that work on the contingency 
measure does not preempt resources that would be needed in 
order for the UEA plan to proceed. ERDA will not, for 
example, begin any long lead time procurement for a Govern
ment facility. 

7/1/75 
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WHEN WILL THE U.S. "ORDER BOOK" OPEN 

Question: 

When will customers be able to negotiate fuel contracts 
with private U.S. enrichers? That is,when will the "order 
book" open? 

Answer: 

A number of private U.S. firms, particularly the UEA which 
is well advanced, have been actively seeking orders for 
well over a year and will be in a position to accept service 
contracts and financial participation arrangements immediately, 
consistent with the thrust of the President's plan. These 
contracts would be contingent upon legislative approval 
of the basis for the cooperative arrangements with industry 
to become firm, but, in any event, they would be covered by 
the Presidential supply assurances. 

In short, the U.S. enrichment "order book" is about to be 
opened to provide assured and timely nuclear fuel to 
domestic and foreign customers. 

7/1/75 



WHAT HAPPENS IF A PRIVATE PLANT DOESN'T WORK? 

Question: 

What happens if the proposed private diffusion plant 
doesn't work? 

Answer: 

The pl~nt will work. 

7 

The private diffusion plant will use a process that has been 
proven and perfected in over a quarter century of large scale 
Government operation. Goverr~ent specialists will be 
involved in the details of the project and the Government 
will supply on a full cost recovery basis the key components 
which are available only from the Government. Again, the 
plant will work. 
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WHAT HAPPENS IF A PRIVATE PLANT ISN'T LICENSED ? 

Question: 

What happens if a private plant isn't licensed? 

Answer: 

There is little reason to believe that the plant would not 
be licensed. From a health,safety and environmental stand
point the project is expected to be much simpler to license 
than a nuclear power reactor. 

Licensability of projects will, however, be a key considera
tion from the outset and should any difficulties appear they 
will be recognized early. Under the proposed terms of the 
cooperative arrangements, the Government would be able to 
take over a project if a license were not granted. 

6/24/75 



DOES UEA HAVE CUSTOMERS? 

Question: 

Does the proposed private diffusion plant project (UEA) 
have all the customers it needs to go forward? 

Answer: , __ _ 
We understand UEA has letters of intent from domestic 
utilities covering about 15% of plant output. Several 
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foreign governments have expressed reasonably firm interest 
in significant amounts of plant output. As the project comes 
to be accepted as the next United States enriching·plant, it is 
very likely that customers will begin subscribing to the 
remaining available plant output. 

6/25/75 



Question: 

WHY NO BOARD OF DIRECTORS 
WITH FEDERAL MEMBERSHIP? 

10 

Unlike most other occasions when the Government has developed 
plans for private industry to enter a field that had pre
viously been a Government monopoly, the President's Nuclear 
Fuel Assurance Act does not provide for a Board of Directors 
that would include Federally-appointed members to represent 
the public inte=est. Why is this not now being done? 

Answer: 

There is no particular advantage in this instance in creating 
a Board of Directors with Federal membership. Unlike COMSAT, 
this legislation does not establish a single corporation, but 
instead authorizes the Administrator to contract with private 
firms which wish to enter the uranium enrichment field. 
To contractually require Federal membership on the Board of 
Directors of various private corporations would not only 
present numerous problems under state incorporation laws, 
would also be unnecessarily burdensome, as the agreements 
entered into by ERDA will provide for sufficient Government 
oversight to protect the public interest. Also, NRC will 
provide additional overs:ight as it carries out its regulatory 
responsibilities. 

7/1/75 



PAYMENTS BY INDUSTRY FOR GOVERNMENT-OWNED TECHNOLOGY 

Question: 

Given the heavy investments made by the U.S. taxpayers in 
the u.s. enrichment program, what compensation is the 
Government likely to receive for the technology? 

Answer: 

It is expected that the U.S. Government will charge 3% 

11 

of the gross revenues of private producers as compensation 
for the use of its inventions and discoveries. For example, 
if UEA generates gross revenues of one billion dollars 
per year, the Government would receive compensation payments 
of about $30 million per year in license fees and income 
taxes of about $50 to $70 million per year per plant. Total 
revenues from these industry payments will increase as 
other private plants--probably using centrifuge technology-
begin production. 
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UNANSWERED SAFETY AND ENVIRONMENTAL QUESTIONS 

Question: 

Why is the Ford Administration working to increase the 
supplv of nuclear fuel when there are still significant 
questions regarding the safety and environmental impact 
of nuclear power plants? 

Answer: 

12 

The safety record of commercial nuclear power plants has 
been excellent. The overwhelming majority of technical 
experts in the field are satisfied that safety risks from 
nuclear power plants are minimal and that nuclear plants 
are less of an environmental burden during operation than 
oil or coal alternatives. 

Both a construction permit and an operating license from 
the Nuclear Regulatory Commission are required for any 
commercial nuclear power plant in this country. Before 
granting a permit, NRC conducts a full review of safety and 
environmental questions. (The reviews include an opportunity 
for public participation.} The NRC applies conservative 
criteria to ensure safe participation. 

As added assurance, the Federal Government is pursuing 
opportunities to improve even further the safety of nuclear 
power plants and of radioactive waste management. The safety 
research program of the NRC will amount to over $80 million 
in FY 1976. ERDA expenditures for development of improved, 
environmentally sound waste management technology will amount 
to $36 million in FY 1976. 

7/1/75 
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NRC SAFEGUARDS AND SAFETY CONTROLS 

Question: 

tvhat types of domestic safeguards and safety controls will 
NRC apply to the UEA and private centrifuge ventures? 

Answer: 

NRC is expected to require essentially. the same types of 
safeguards and safety procedures as are now successfully 
employed in Government-owned facilities. 

Also, it is to be noted that the UEA plant will be designed 
to produce only low enriched uranium and, consequently, 
the safeguards problems for this plant will be even smaller 
than for the present Government plants. 

6/24/75 



NUCLEAR MATERIAL SAFEGUARDS IMPLICATIONS 

Question: 

What are the international safeguards and non-proliferation 
implications of the President's proposal? 

Answer: 

This question should be viewed from two aspects: first, 
what are the consequences of the increased availability of 
fuel for overseas distribution. Second, to what extent may 
the project, including the expected foreign participation, 
lead to the dissemination abroad of U.S. uranium enric.hment 
technology? 

With respect to the first aspect, it should be noted that 
foreign distribution of material produced by the facilities 
built under the President's proposal will take place under 
u.s. Agreements for Cooperation (as provided for in the Atomic 
Energy Act of 1954, as amended) under the same safeguards 
arrangements applicable to the distribution of similar material 
from U.S. Government-owned enrichment facilities. Accordingly, 
there is no adverse safeguards and non-proliferation effects 
from private entry. On the contrary, and far more importantly, 
the renewed ability which the program will create to meet 
overseas needs for enriched uranium will substantially advance 
u.s. non-proliferation objectives (a) by reducing the pressure 
for the construction of independent enrichment capacity in 
other nations, and (b) by strengthening u.s. ability to 
influence other nations' nuclear programs in directions 
favorable to U.S. non-proliferation objectives. 

With respect to the dissemination of U.S enrichment technology, 
foreign participation in the investment and business manage-
ment aspects of the facility will involve no access by foreigners 
to classified U.S. enrichment information. 

While the United States has expressed a willingness, under 
appropriate conditions, to consider cooperation with other 
nations in uranium enrichment technology, any proposal for 
such cooperation would be considered on its merits as a 
separate matter by the Government. 

7/1/75 
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Question: 

WILL CLASSIFIED TECHNOLOGY NOW BE MORE 
WIDELY AVAILA~LE TO PRIVATE INDUSTRY? 

Would privatization mean that sensitive classified nuclear 
technology would now become available to private firms 
instead of remaining confined to the Government? 

Answer: 

Rigid. controls are and will continue to be maintained over 
access to sensitive classified technology. 

Access by selected private industry personnel is not new. 
Existing enrichment plants, though owned by the Govern
ment, were constructed and are operated by private con
tractors. 

We expect that rigid classification and safeguards controls 
will be applied to the privately-owned capacity proposed 
in this program. 

15 

Even if the Government were to build additional plants 
private contractors would be heavily involved in their 
design, construction and operation. Privatization would 
result in no significant additional access to classified 
nuclear technology than if the Nation's enrichment re
quirements were to be met by more Government-owned capacity. 

7/1/75 



Question: 

WHY EMPHASIZE URANIUM ENRICHMENT 
SALES TO FOREIGNERS? 

16 

Why does UEA give so much emphasis to uranium enrichment 
services to foreign customers? 

Answer: 

UEA's proposal contemplates that 60% of the uranium enrichment 
services would go to foreign customers. There are several 
reasons for heavy emphasis on foreign participation. 

The extent and nature of foreign participation will be 
discussed further in negotiations between ERDA and UEA. 

Among the reasons for interest in foreign sales are: 

1. Supplying foreign needs will substantially advance U.S. 
non-proliferation objectives by reducing the pressure 
for the construction of independent enrichment capacity 
in other nations, and by strengthening u.s. ability to 
influence other nations' nuclear programs in directions 
favorable to u.s. non-proliferation objectives. 

2. Foreign sources can supply a large fraction of the 
financing for the UEA plant, thus reducing the drain on 
U.S. capital markets. Foreign sources might also be 
interested in helping to finance the subsequent centri
fuge plants. 

3. Foreign customers presently account for nearly one-third 
of ERDA's sales of enrichment services. These U.S. sales 
constitute an important portion of u.s. exports and gen
erate hundreds of millions of dollars worth of foreign 
exchange needed to pay for purchases of petroleu~ etc. 
and need to be encouraged. 

4. The u.s. pioneered development of nuclear power. The 
u.s. has a responsibility and a strong self interest in 
continuing to help other nations to meet their own energy 
needs. This is a central element of our foreign policy 
in the energy area. Expanded use of nuclear power abroad 
will help reduce dependence on oil resources. 

5. The U.S. has repeatedly made public commitments that it 
would be a major and reliable source of enrichment 
services to foreign customers. 
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FOREIGN INVESTMENT WITHOUT FOREIGN CONTROL 

Question: 

You have indicated that UEA is proposing substantial 
foreign investment in its proposed project -- including 
investment from OPEC nations. What protection do we have 
to protect us against potential abuses by foreign investors? 

Answer: 

UEA's proposal to ERDA contemplates 60% foreign investment 
iri 'the UEA plant, with similar foreign access to the pro
duct output of the plant. The foreign investment aspects 
of the proposal will have to be evaluated during ERDA's 
negotiations with UEA and would also be evaluated by NRC 
as a part of its licensing responsibilties. 

However, there are several general points that can be made 
now about protection against any potential for abuses by 
foreign investors: 

1. U.S. control and dominance is specified by law as a 
necessary condition for obtaining a license from the 
Nuclear Regulatory Commission. 

2. Uranium enrichment services would be made available to 
foreign customers only under u.s. Government approved 
Agreements for Cooperation (which are provided for in 
the Atomic Energy Act, as amended). Agreements for 
Cooperation will include comprehensive safeguards 
requirements. 

3. Investments by foreign sources in a private uranium 
enrichment project do not result in access to sensitive 
classified u.s. technology. 

UEA has proposed substantial foreign inve~tmen~ in its 
project to help ease the impact on u.s. f1nanc1al 
markets of the large amount of capital required for the 
project -- $3.5 billion. This aspect of the proposal 
appears generally consistent with the u.s. objective, .to 
the extent that OPEC funds are involved, of construct1ve 
investment of OPEC money in the U.S. 
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FOREIGN PURCHASES WITHOUT INVESTMENT? 

Question: 

Will foreign customers be able to obtain uranium enrichment 
services without investing in a plant? 

Answer: 

Foreign investment, subject to u.s. policy regulations, would 
be' welcomed. Foreign investors will be able to purchase 
fuel in proportion to their investment. It is anticipated 
that foreign customers who do not invest will be able to 
contract for uranium enrichment services, within the limits 
of plant capacity if judged by enrichers to be compatible 
with their ventures. 
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WILL INVESTMENT REQUIREMENTS DISCRIMINATE 
AGAINST FOREIGN CUSTOMERS? 

Question: 
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Isn't it discriminatory for UEA to require foreign 
customers to invest in the proposed UEA plant in order 
to obtain guaranteed access to fuel? 

Answer: 

We understand UEA's concept of requiring plant investments 
as an entitlement to a proportion of fuel is applicable 
both to U.S. and foreign users. In the U.S. case, pro
portional debt and equity will come from domestic lenders 
and not from the utility customers themselves. Foreign 
users could also follow this procedure by raising financing 
from their domestic lending institutions. Thus, there does 
not appear to be any real difference between the treatment 
of foreign and domestic users. 

7/1/75 
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FOREIGN CUSTOMER CONDITIONAL CONTRACTS WITH ERDA 

Question: 

What happens to those foreign customers who have contracts 
with ERDA that are conditional on plutonium recycle and 
subject to termination? 

Answer: 

Conditional contracts were backed by an announcement in 
August 1974 that the U.S. would have expanded capacity 
available to fulfill requirements, if needed. A number 
of foreign· customers currently holding condi tiona! con
tracts are already prospective investors in the proposed 
diffusion plant project advanced by UEA. 

The President's plan will assure that the U.S. will have 
additional capacity which can be tapped by holders of 
conditional contracts. 
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U.S. SHARE OF THE FOREIGN MARKET 

Question: 

How much of the foreign uranium enrichment market might 
the U .. S. expect to capture? 

Answer: 

we cannot predict our share of the foreign market for 
enrichment services at this time. That share will be 
determined by our ability to compete with other suppliers. 
Our sophisticated technological leadership developed over 
the past 30 years and our proven ability to provide enrich
ment services will make it possible for us to be in a good 
position to continue serving as a major world supplier. 
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BASIS FOR $8 BILLION AUTHORIZATION REQUEST 

Question: 

What is the basis for the $8 billion authorization request? 

Answer: 

The amount set out in Section 3 of the bill is designed to 
cover the Government's potential financial exposure for 
cooperative agreements with private diffusion and· centri
fuge ventures -- in the unlikely event that all the 
ventures failed. · 

The $8 billion dollars comprises the following items: 

$1.4 billion represents 40%, i.e., the domestic portion, 
of the estimated $3.5 billion cost of the 
9 million unit gaseous diffusion plant. 

3.0 billion for the estimated domestic share of the cost 
of 3 to 4 future centrifuge plants totaling 
6 to 12 million units. · 

3.6 billion for contingencies to cover uncertainties of 
estimates of the amount of foreign finan
cial participation and ·inflation. 

If some other unforeseen or unlikely occurences were to 
result in costs higher than those included in the above 
estimate, an amendment to increase the $8 billion may be 
required. Again, the Administration's expectation is that 
none of these funds will be spent. 
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BASICS OF URANIUM ENRICHMENT 

Question: 

What does "uranium enrichment" mean? What does it consist of? 

Answer: 

Natural uranium contains only 0.7% of the energy-producing 
form of uranium, U-235, which produces energy when it 
splits, i.e., fissions. The remainder of the natural 
uranium, U-238, the non-fissionable uranium, is not capable 
of producing energy directly. Uranium enrichment is the 
process by which the natural uranium is converted into a 
richer mixture of U-235 (2%-4%) which can then be used in 
nuclear power reactors to produce electricity. The natural 
uranium must also be changed chemically into a gas called 
uranium hexafluoride before it can be enriched. 

Question: 

Why is the process referred to as a "service"? 

Answer: 

The plant owner does not sell enriched uranium as such; 
rather, he sells the service of conducting the enrichment 
process for the customer. The plant owner (now exclusively 
the Government) merely processes customer-owned uranium in 
his enrichment plant. 

Question: 

How does the gas centrifuge process differ from the gaseous 
diffusion process? 

Answer: 

In the diffusion process, the uranium gas is pumped through 
a membrane, which is in effect a fine filter. The lighter 
U-235 moves through the membrane more readily than the U-238, 
and the product, therefore, has a higher concentration of U-235. 
The centrifuge process is based essentially on the principle of 
the cream separator used in the dairy industry. The gas is 
whirled in cylinders at a high speed, and the heavier uranium 
atoms, U-238, tend to move by centrifugal force to the out-
side of the cylinders. The desired lighter uranium, U-235, . 
is then extracted from the inside of the cylinders where 
their concentrations are higher. 
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Question: 

Why is the enrichment process secret or 11 classified 11 ? 

Answer: 

The technology is classified because similar equipment could 
be used in a different plant to make atomic bomb material. 
The classification applies to only sensitive technical fea
tures of the process and some of the equipment used. 

Question: 

What is a Separative Work Unit (SWU)? 

Answer: 

A separative work unit (SWU) is a measure of the amount of 
effort required in a uranium enrichment plant to separate 
the fissionable (U-235) and non-fissionable (U-238) atoms 
or isotopes of uranium from each other to produce a mixture 
of uranium which is richer in the desired fissionable iso
tope. Thus, it is a measure of the capacity of any uranium 
enrichment plant to deliver uranium enrichment services. 
The proposed UEA plant is rated at 9 million SWU's per year, 
and the centrifuge plants are expected to be roughly one-third 
this size. 




